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be attained until the claims of conflicting or overlapping
jurisdictions are satisfactorily adjusted. In federal states
like Germany, Switzerland and the United States the matter
is complicated by the demands of the central government;
but in all countries the fiscal relations between the state and
the local spheres of government are more or less confused and
unsatisfactory. The immense increase in local needs has
everywhere so pushed this problem into the foreground that
the solution just inaugurated in Prussia is a matter of far
more than mere local importance.

In order to understand the situation, it is necessary to
dwell for a moment on the Prussian tax system. In Prussia,
as well as in the other German states and in most of the
remaining countries of the continent, the state system has
been based on the principle of taxing product. The old
general property tax long since disappeared and was re-
placed by a system which attempted to reach the constituent
elements of produce. Instead of taxing a man personally
on his property, the plan was to tax the various sources
of revenue themselves. The thing, and not the person, was
primarily responsible ; and therefore the new taxes received
the name of real taxes, as compared with the former per-
sonal taxes,1 These taxes on product (^Ertragsteuern) as they
are called in Prussia, or real taxes (impdts r&els^) as they are
called in France, everywhere included taxes on the product
of land, of buildings and of business. In addition to these,
one or two other taxes are sometimes made use of, to round
out the system. What was omitted in the three taxes above
was the product of money lent at interest and the produce of
labor. Some of the German states therefore, desiring to be logi-
cal at all costs, added a tax on interest (Kapitalrentensteuer)
and a tax on wages (ILohn- und Besoldungsteuer*). In most
cases, however, the wages tax was omitted because the laborer
already bore more than his share, and the tax on inter-

1 This nomenclature must, of course, not be confused with that sometimes
employed in America, where real taxes mean taxes on realty, and personal
taxes denote taxes on personalty.